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CONSUMER  EXPENDITURES  FOR  FOOD  l/ 


Consumers  in  recent  years  have  increased  their  expenditures 
for  food,  hut  they  have  spent  a  decreasing  proportion  of  their 
income  for  food.   This  relationship  is  shown  by  recent  revisions 
in  income  and  expenditures  estimates  of  the  U.  S.  Department  of 
Commerce.   This  article  describes  estimates  of  expenditures  for 
farm  foods  developed  by  the  Agricultural  Marketing  Service  and 
compares  them  -with  the  Department  of  Commerce  series  of  expendi- 
tures for  all  food.   It  discusses  the  factors  affecting  expendi- 
tures for  food  and  the  outlook  for  food  expenditures.   The  farm- 
retail  marketing  bill  and  the  total  marketing  bill  for  farm  food 
products,  estimated  by  the  Agricultural  Marketing  Service,  also 
are  considered. 


For  more  than  10  years  the  Agricultural  Marketing  Service  and  its  prede- 
cessor, the  Bureau  of  Agricultural  Economics,  have  published  estimates  of  the 
retail  cost  of  farm  foods  sold  to  civilian  consumers  as  a  part  of  the  "market- 
ing-bill" statistics.  2/  This  retail  cost  series  measures  consumer  purchases 
in  terms  of  retail  food-store  prices.   Although  highly  useful  this  series  has 
some  obvious  shortcomings.   To  improve  this  situation,  the  AMS  has  estimated  the 
cost  to  consumers  of  farm  foods  in  terms  of  prices  at  the  level  in  the  marketing 
system  at  which  the  food  was  actually  purchased.   This  series,  which  has  never 
before  been  published  in  this  Situation,  was,  like  the  other  series,  developed 
for  use  in  estimating  the  aggregate  charges  for  marketing  fai  -produced  foods 
and  in  analyses  of  changes  in  food  consumption.   The  Department  of  Commerce 
publishes  estimates  of  consumer  expenditures  for  all  foods,  which  it  has 
developed  in  estimating  the  gross  national  product. 

These  three  series  are  described  in  the  first  part  of  this  article.   The 
AMS  estimates  of  the  retail-store  cost  of  farm  foods  bought  by  civilian  con- 
sumers is  referred  to  as  the  "retail-store  cost  of  farm  food  series"  or  the 
"retail-store  cost  series,"  the  AMS  estimates  of  expenditures  for  foods  bought 
by  civilian  consumers  are  designated  as  the  "farm  food  expenditure  series"  and 
the  Department  of  Commerce  estimates  of  personal  consumption  expenditures  for 
food  are  called  the  "food  expenditure  series"  (table  6). 

In  the  second  part  of  this  article  we  compare  the  two  series  of  marketing- 
bill  data  that  AMS  derives  from  its  estimates  of  the  retail-store  cost  and 
civilian  expenditures  for  farm  food. 

For  many  years  per  capita  income  and  food  expenditures  data  have  been 
published  periodically  in  this  Situation.  These  per  capita  data  have  been 
derived  from  Department  of  Commerce  data.  Trends  and  recent  revisions  in  these 
data  are  discussed  in  the  third  part  of  the  article.   Some  consideration  is  also 
given  to  prospective  trends. 

1/  Prepared  by  Marguerite  C.  Burk,  Agr.  Econ.  Div.,  and  Forrest  E.  Scott, 
Market.  Res.  Div.,  Agr.  Market.  Serv. 

2/  Generally  published  at  least  once  a  year  in  The  Marketing  and  Transportation 
Situation. 
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Estimates  of  Value  of  Food  Consumed 
The  Retail-Store  Cost  of  Farm  Foods 

The  AMS  estimates  of  the  retail- store  cost  of  farm  food  (table  6)  relate 
to  domestic,  farm-produced  foods  sold  to  civilian  consumers  in  this  country.  3/ 
This  food  is  valued  at  retail  food-store  prices.   Thus,  foods  consumed  in 
restaurants  and  other  eating  places,  though  included,  is  valued  at  their  cost 
in  retail  food  stores  and  not  by  the  prices  paid  for  it  in  the  form  of  meals. 
Food  served  in  hospitals,  schools,  and  other  institutions  also  is  valued  at 
retail-store  prices.   This  undervaluation  is  offset  to  some  extent  by  valuing 
at  retail  prices  foods  bought  from  -wholesalers,  farmers,  and  other  sellers  at 
less  than  retail-store  prices. 

These  estimates  do  not  include  expenditures  for:   (l)  Foods  not  produced 
on  farms,  such  as  fish  and  other  seafoods,  (2)  coffee,  bananas,  and  other 
imported  foods,  (3)  foods  bought  by  the  Government  for  the  Armed  Forces,  and 
(k)   foods  produced  for  home  use. 

Farm  Food  Expenditure  Series  kj 

The  AMS  estimates  of  expenditures  for  farm  foods  relate  to  the  same  quanti- 
ties of  foods  as  do  the  estimates  of  retail-store  cost,  described  in  the  preceding 
section.   In  developing  these  estimates  an  addition  is  made  to  the  retail-store 
cost  for  the  extra  cost .of  food  consumed  in  restaurants  and  other  eating  places 
and  a  subtraction  is  made  for  food  bought  at  less  than  retail-store  prices.  5/ 
Thus,  in  making  these  estimates  the  aim  is  to  value  all  domestic  farm  food  bought 
by  civilian  consumers  in  terms  of  the  prices  these  consumers  actually  paid  and 
to  measure  consumer  expenditures  for  these  foods.   These  estimates  do  not  measure 
the  value  of  all  farm  food  consumed,  as  this  would  include  the  value  of  military 
purchases  and  the  imputed  value  of  home-produced  foods. 

3/  For  a  description  of  the  methods  used  in  developing  these  estimates  see 
pp.  48-50  in  Farm-Retail  Spreads  for  Food  Products,  U.  S.  Dept.  Agr.  Misc. 
Pub.  7^1,  Nov.  1957- 

hj   This  series  has  also  been  called  the  "market  value  of  farm  foods  sold." 
5/  Estimates  of  the  extra  costs  of  food  consumed  in  eating  places  vere  based 
on  U.  S.  Department  of  Commerce  data  for  on-premise  sales  of  meals  and  beverages 
and  the  related  series  on  food  furnished  civilian  employees,  as  veil  as  unpub- 
lished data  on  meals  furnished  institutional  inmates  and  travelers.  These 
additions  include  an  allowance  for  sales  taxes  and  tips.  Adjustments  vere  made 
for  the  value  of  alcoholic  beverages  and  imported  and  nonfarm  foods.  The  sub- 
tractions made  for  purchases  at  less  than  retail-store  prices  vere  estimated 
from  Census  data  on  direct  sales  by  manufacturers  and  vholesalers  and  from  U.  S. 
Dept.  of  Agr.  special  surveys  of  farmers'  sales  to  consumers. 


-  21  - 


Table  6.-  Consumer  expenditures  for  food,   1929-58 


Estimated  "by  the 

Estimated  "by 

Agricultural  Marketing  Service 

the  Department 
of  Commerce 

Year    : 

Retail- store 

Civilian 

cost  of     \ 
farm  foods 

expenditures 
for  farm  foods 

Personal  consumption 
expenditures  for  food 

Billion 

Billion 

Billion 

dollars 

dollars 

dollars 

±.ytz.y     •  •  •  .  •  o  •  •  i 

17.1 

16.9 

19.5 

ly^v : 

16.2 

16.2 

18.0 

1931 : 

13.1 

13.3 

14.7 

1932 : 

10.6 

10.9 

11.4 

1933 i 

10.9 

10.9 

10.9 

1934 : 

12.5 

12.1 

12.2 

1935 : 

12.9 

12.6 

13.6 

1936 

i4.3 

14.0 

15.2 

1937 

l4.2 

14.1 

16.4 

1938 

13.4 

13.6 

15.6 

1939 

13.4 

13.8 

15.7 

1940 

\                14.1 

14.7 

16.7 

194l 

:       16.3 

17.0 

19.4 

1942 

:       19.8 

21.0 

23.7 

19^3 

:       22.3 

23.8 

27.8 

1944 

:        22.5 

24.4 

30.6 

1945 

:        24.4 

26.8 

34.1 

1946  ........ 

:        30.8 

33.5 

40.7 

1947 

:        36.5 

39.2 

45.8 

1948 

:        39.0 

42.0 

48.2 

1949 

:        37.9 

4i.O 

46.4 

1950 

!           38.9 

4i.9 

47.4 

1951 

:       ^3.0 

46.6 

53.4 

1952 

:        44.5 

48.3 

55.8 

1953 

:       44.6 

48.4 

56.6 

195^ 

:       hh.9 

48.8 

57.7 

1955 

:       46.2 

50.4 

59.2 

1956 

:       48.3 

52.7 

62.2 

1957  1/  

:       50.4 

55.1 

66.4 

1/  Preliminary. 
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Department  of  Commerce  Food  Expenditure  Series 

In  developing  its  estimates  of  consumers1  expenditures  for  food,  the  Depart- 
ment of  Commerce  includes  the  expenditures  for  the  farm-produced  food  included 
in  the  AMS  farm  food  expenditure  series,  except  those  for  the  following :   (l) 
Meals  served  patients  in  hospitals  and  persons  living  in  institutions,  (2)  food 
distributed  free  by  Government  agencies,  (3)  meals  served  by  airlines  and  other 
transportation  agencies,  for  which  no  charge  is  made  in  addition  to  charges  for 
transportation,  (h)   meals  for  which  charges  are  included  in  camp  fees,  and  (5) 
meals  charged  as  business  expense  such  as  salesmen's  meals  and  meals  purchased 
by  business  firms  for  clients.   The  Department  of  Commerce  includes  the  cost  of 
food  distributed  by  these  means  in  accounts  other  than  personal  expenditures  for 
food.   For  example,  the  cost  of  meals  served  to  airline  passengers  is  included 
in  expenditures  for  transportation.   The  Department  of  Commerce  food  expenditure 
estimates,  however,  cover  the  following  items  not  included  in  the  AMS  estimates.  6/ 

1.  Imported  foods. 

2.  Seafoods  and  other  foods  not  produced  on  farms. 

3.  Food  consumed  on  farms  where  produced,  valued  at  prices  received 

by  farmers. 

4.  Food  furnished  by  the  Government  to  members  of  the  Armed  Forces. 

This  food  is  valued  at  wholesale  prices. 

The  Department  of  Commerce  recently  revised  downward  its  estimates  of  food 
expenditures  for  19^-8-57^  as  a  result  of  a  periodic  incorporation  of  benchmark 
data,  mainly  from  the  Census  of  Manufactures  for  195^ •   Beginning  with  a  2- 
percent  reduction  in  the  previous  estimate  for  19^-8,  these  revisions  increased 
to  12  percent  for  1957 •   Apparently  sales  of  food  by  retail  food  stores  have 
not  risen  as  much  as  the  Department  of  Commerce  previously  estimated.   The 
overestimating  appears  to  have  stemmed  mainly  from  use  of  retail  food- store 
sales  as  the  indicator  of  changes  in  purchases  of  food.   During  the  last  decade, 
sales  of  nonfood  commodities  in  retail-food  stores  have  increased  faster  than 
sales  of  food.  As  a  consequence,  retail  store  sales,  which  include  sales  of 
nonfood  commodities,  are  no  longer  an  accurate  measure  of  food  sales. 

Comparison  of  Trends  in  the  Three  Series 

The  three  series  usually  have  varied  in  the  same  direction,  but  during  the 
last  20  years  both  dollar  and  percentage  differences  among  them  have  increased 
(table  6). 

The  Retail-Store  Cost  and  Farm  Food  Expenditure  Series 

In  1938  the  addition  to  the  retail-store  cost  for  the  extra  cost  of  food 
eaten  away  from  home  was  nearly  offset  by  the  deduction  made  for  food  bought 
at  less  than  retail-store  prices.   The  estimate  of  farm  food  expenditures  derived 
in  this  manner,  therefore,  scarcely  exceeded  the  retail-store  cost.   Since  1938 
the  addition  made  for  the  extra  costs  of  -services  for  food  eaten  in  restaurants 
and  other  eating  places,  which  we  call  the  "restaurant  service  cosV  has  increased 

6/  The  Department  of  Commerce  published  estimates  of  annual  expenditures  for 
food;  estimates  published  quarterly  are  for  food  and  alcoholic  beverages  combined. 
For  a  description  of  the  method  of  estimation  see  U.  S.  Income  and  Output  (1958 
edition),  a  supplement  to  the  Survey  of  Current  Business,  Office  of  Business 
Econ.,  U.  S.  Dept.  of  Commerce. 
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fivefold,  while  the  deduction  made  for  less  than  retail-store  prices  has  declined. 
Thus,  the  restaurant  service  cost  has  accounted  for  the  growing  difference  between 
the  two  series.   Though  "both  series  increased  between  1938  and  19^5,  the  retail- 
store  cost  series  did  not  go  up  as  much  as  the  expenditure  series.   As  a  result, 
the  retail-store  cost  represented  about  91  percent  of  expenditures  in  19^-5, 
compared  with  about  99  percent  in  1938*   The  retail-store  cost  series  increased 
slightly  during  19^6-^7  relative  to  the  expenditure  series,  indicating  a  reversal 
in  the  trend  established  during  the  war  period.  But  since  19^7  the  two  series 
have  maintained  a  relatively  constant  relationship  to  one  another.   In  1957,  the 
retail  cost  series  was  92  percent  of  the  expenditure  series. 

Several  factors  appear  responsible  for  the  rise  in  farm  food  expenditures 
relative  to  retail-store  costs  of  farm  foods.   Unit  marketing  costs  possibly 
rose  more  rapidly  during  World  War  II  for  food  marketed  through  eating  places 
than  for  that  marketed  through  retail  stores,  and  restaurant  costs  possibly  have 
continued  to  increase  relatively.   Further,  the  amount  of  food  consumed  in  eating 
places  probably  has  increased  in  proportion  to  the  total  consumption.   The  rapid 
increase  in  employment  after  1938  brought  more  away-from-home  eating  but  the 
return  of  servicemen  after  the  war  appears  to  have  halted  this  trend  temporarily. 
Since  19^7,  "the  proportion  of  food  consumed  away  from  home  apparently  has  in- 
creased only  slightly.   Though  many  families  eat  out  more  often  now,  a  larger 
proportion  of  our  population  lives  in  housekeeping  households,  so  the  proportion 
eating  some  of  their  meals  at  home  probably  has  increased.   The  proportion  living 
in  institutions  has  decreased,  and  many  people  have  moved  from  roominghouses  to 
apartments. 

The  AMS  Farm  Food  Expenditure  and  Commerce  Food  Expenditure  Series 

Civilian  expenditures  for  farm  foods  in  19^-5  were  about  79  percent  of  the 
Department  of  Commerce  total  for  food  expenditures  compared  with  88  percent  in 
19^-0.   The  large  increase  in  the  number  of  persons  in  the  armed  services  during 
World  War  II  accounted  for  much  of  this  change  in  relationship.   The  Department 
of  Commerce  food  expenditure  series  includes  Government  expenditures  for  food 
for  the  armed  services,  but  the  AMS  farm  food  expenditure  series  does  not.  By 
19^-9;  the  ratio  between  these  two  series  had  risen  to  more  than  88  percent. 
But  since  1950,  the  food  expenditure  series  has  risen  faster  than  the  farm  food 
expenditure  series,  which  by  1957  "^as  83  percent  of  the  other  series.   Since 
1950 >  expenditures  for  imported  foods  have  increased  faster  than  expenditures 
for  farm  foods  but  the  imputed  value  of  foods  consumed  on  farms  where  produced 
has  declined  considerably.   Both  these  items  are  included  in  the  Commerce  food 
expenditure  series,  but  not  in  the  AMS  farm  food  expenditure  estimates.   Rising 
consumer  incomes  have  enable  people  to  buy  more  imported  food  in  recent  years. 
In  addition  prices  of  some  imported  foods,  especially  coffee,  have  gone  up  more 
than  prices  of  domestic  farm  foods.   The  decrease  in  the  number  of  persons  living 
on  farms  and  the  decline  in  the  unit  value  imputed  to  these  foods  accounted  for 
the  reduction  in  the  value  of  home-produced  food  consumed  on  farms. 
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The  Farm  Food  Marketing  Bill 

The  Farm-Retail  Marketing  Bill 

The  AMS  uses  the  retail  food  store  cost  series  in  deriving  its  estimates 
of  the  "farm- retail  marketing  hill"  for  farm  foods  (table  7) .   This  marketing 
hill  is  the  difference  between  the  retail  cost  and  the  farm  value,  or  payments 
received  by  farmers  for  the  equivalent  farm  products.   It  is  the  total  charge 
made  by  the  marketing  system  for  assembling,  processing,  transporting,  whole- 
saling, and  retailing  the  volume  of  domestic  farm  foods  bought  annually  by 
civilian  consumers.   Since  the  retail-store  cost  estimates  value  this  food  in 
terms  of  retail-store  prices,  the  marketing  bill  does  not  include  the  extra 
marketing  costs  of  food  eaten  in  restaurants  and  other  eating  places  or  any 
allowance  for  marketing  charges  saved  by  purchasing  below  the  retail  level.   The 
AMS  publishes  estimates  of  the  retail  cost,  the  marketing  bill,  and  the  farm 
value  for  all  domestic  farm  foods  bought  by  civilian  consumers  and  for  five 
commodity  groups.  7/  These  estimates  are  commonly  called  the  "marketing -bill 
statistics. " 

Marketing-bill  statistics  are  sometimes  confused  with  the  market-basket 
statistics,  published  in  each  issue  of  this  Situation.   Marketing -bill  statistics 
relate  to  the  total  quantity  of  farm  foods  purchased  annually  by  all  civilian 
consumers;  whereas  the  market-basket  statistics  are  for  the  average  quantity 
of  domestic  farm  foods  bought  per  family  by  urban  wage-earner  and  clerical- 
worker  families  in  1952.   These  families  had  an  average  of  3-3  members.   The 
marketing -bill  data  reflect  changes  from  year-to-year  in  quantities  of  the 
various  groups  of  farm  products  marketed;  but  the  market-basket  data  do  not, 
as  they  are  for  an  unvarying  quantity  of  food. 

The  Total  Marketing  Bill  for  Farm  Food  Products 

As  part  of  its  research  on  the  demand  for  food  and  the  costs  of  marketing 
food,  the  AMS  developed  the  series  measuring  civilian  expenditures  for  farm 
foods,  from  which  it  derived  a  more  inclusive  marketing  bill  (table  7)«   The 
difference  between  this  second  marketing  bill  and  the  farm-retail  marketing  bill 
is  explained  by  the  differences,  described  above,  between  the  retail-cost  and  the 
farm  food  expenditure  series.   Since  the  estimates  of  the  expenditures  for  farm 
foods  bought  by  civilian  consumers  take  into  account  the  restaurant  service  cost 
and  purchases  at  less  than  retail  prices,  these  "total  marketing-bill"  data  are 
estimates  of  the  total  charges  for  marketing  farm  foods  in  the  channels  through 
which  they  actually  flow.   The  same  estimates  of  the  farm  value  of  equivalent 
farm  products  are  used  to  derive  the  farm-retail  marketing  bill  and  the  total 
marketing  bill.   Consequently,  the  dollar  difference  between  these  two  marketing 
bills  for  any  year  is  equal  to  the  difference  between  the  retail-cost  and  farm 
food  expenditures  estimates. 

The  restaurant  service  cost  for  individual  product  groups  cannot  be  esti- 
mated accurately  because  of  lack  of  data  on  flow  of  individual  foods  through 
eating  places.   Hence  the  expenditures  and  the  marketing  bill  for  individual 
product  groups  cannot  be  estimated.   For  that  reason  the  AMS  publishes  the  retail 
store  cost  and  farm-retail  marketing  bill  for  individual  product  groups  and  for 
the  total  civilian  purchases  of  farm  foods. 

7/  See  the  July  1958  issue  of  this  Situation.   Estimates  of  the  cost  components 
of  the  marketing  bill  --  labor  cost,  transportation  charges,  corporate  profits, 
and  other  costs  and  profits  --  also  were  published  in  the  same  issue. 
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Table  7.-  The  "bill  for  marketing  domestic  farm  food  products  bought  by- 
civilian  consumers,  1929-58  l/ 


Retail- 

5 

Civilian  : 

store 

Farm 

Farm- retail:  \ 

expendi- 

Farm 

Total 

Year  : 

cost  of 

value 

marketing  ti 

tures  for 

value 

marketing 

farm  foods 

bill  2/  : 1 

►                   ♦  < 

'farm  foods 

:  bill  2/ 

Billion 

Billion 

Billion 

Billion 

Billion 

Billion 

dollars 

dollars 

dollars 

dollars 

dollars 

dollars 

1929  ..: 

3/17.1 

7.2 

10.0 

16.9 

7.2 

9.7 

1930  ..: 

3/16.2 

6.3 

9.8 

16.2 

6.3 

9.9 

1931  ..: 

13.1 

4.7 

8.4 

13.3 

4.7 

8.6 

1932  ..! 

10.6 

3.4 

7.2 

10.9 

3.4 

7-5 

1933  ... 

10.9 

3.6 

7.3 

10.9 

3.6 

7.3 

1934  ... 

12. 5 

4.3 

7.9 

12.1 

4.3 

7.5 

1935  - 

12.9 

5.0 

7.6 

12.6 

5.0 

7.3 

1936  .. 

14.3 

5.8 

8.5 

14.0 

5.8 

8.2 

1937  .. 

14.2 

6.0 

8.2 

14.1 

6.0 

8.1 

1938  .. 

13A 

5.2 

8.2 

13.6 

5.2 

8.4 

1939  .. 

13.4 

5.2 

8.2 

13.8 

5.2 

8.6 

1940  .„ 

:     l4.1 

5o6 

8.5 

14.7 

^.6 

9.1 

1941  0. 

:     16.3 

7.1 

9.2 

17.0 

7.1 

9.9 

1942  .. 

:     19.8 

9o3 

10.5 

21.0 

9.3 

H.7 

19^3  .. 

:     22.3 

11.4 

11.1 

23.8 

11.4 

12.6 

1944  .. 

:     22. 5 

11.6 

11.4 

24.4 

11.6 

13.3 

1945  .- 

:     24.4 

12.6 

12.5 

26.8 

12.6 

14.9 

1946  . . 

1            30.8 

15.7 

l5o6 

33.5 

15.7 

18.3 

1947  .. 

:     36.5 

18.7 

17.8 

39.2 

18. 7 

20.5 

1948  .. 

:     39-0 

19.2 

19.8 

42.0 

19-2 

22.8 

1949  .0 

37-9 

17.1 

20.8 

4i.o 

17.1 

23.9 

1950  .. 

!       3809 

17.7 

21.2 

4i.9 

17.7 

24.2 

1951  .. 

:     ^3.0 

20.2 

22.8 

46.6 

20.2 

26.4 

1952  .. 

:     44.5 

20.1 

24.4 

48.3 

20.1 

28.2 

1953  .. 

:     44.6 

19.0 

25.6 

48.4 

19.0 

29.4 

1954  .. 

:           44.9 

18.3 

26.6 

48.8 

18.3 

30.5 

1955  .. 

:     46.2 

18.3 

27.9 

50.4 

18. 3 

32.1 

1956  .. 

:     1*8.3 

18.7 

29.6 

52.7 

18.7 

34.0 

1957  v 

:     50.4 

19.5 

30.9 

55.1 

19.5 

35.6 

1/  See  text  for  description  of  data. 

2/  Difference  between  retail- store  cost  (or  civilian  expenditures)  and  farm 
value,  except  that  Federal  processor  taxes  have  been  deducted  for  1933-35  ancL 
allowances  for  Federal  Government  payments  to  processors  have  been  added  for 
1943-46. 

3/  The  sum  of  the  farm  value  and  farm-retail  marketing  bill  slightly  exceeds 
the  retail- store  cost  because  of  rounding. 

4/  Preliminary. 
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Per  Capita  Expenditures  for  Food  and  Per  Capita  Incomes 

A  table  showing  disposable  income  and  food  expenditures  per  person  has 
been  published  periodically  in  this  Situation  (table  8).  These  per  capita  data, 
which  are 'calculated  from  aggregate  income  and  expenditures  estimated  by  the 
Department  of  Commerce,  have  been  revised  since  the  table  was  published  in  the 
April  1958  issue.  The  revisionsin  the  Department  of  Commerce  estimates  of  food 
expenditures  were  noted  above.  The  estimates  of  personal  disposable  income  for 
the  postwar  years  have  also  been  revised.  These  revisions  raised  the  per  capita 
income  estimates  slightly  but  decreased  food  expenditures  considerably.  The 
revised  per  capita  income  figure  for  1957  of   $1,782  compares  with  the  previous 
estimate  of  $1,756;  the  revised  food  expenditure  figure  of  $388  compares  with 
the  earlier  estimate  of  $kkO. 

Factors  Affecting  Per  Capita  Expenditures  for  Food 

The  revised  per  capita  expenditures  for  food  rose  18  percent  from  19^-8  to 
1957,  compared  with  a  rise  of  31  percent  in  the  unrevised  data. 

Advancing  prices  accounted  for  more  than  half  this  increase.  The  figures 
in  the  next  to  last  column  of  table  8  show  the  cost  at  current  prices  of  a 
fixed  quantity  of  food  of  constant  quality  and,  therefore,  variations  in  these 
figures  reflect  only  changes  in  price.  During  this  period  the  cost  of  this 
fixed  quantity  of  food  rose  by  9  percent,  8/  and  prices  of  nonfood  consumer 
goods  and  services  went  up  20  percent.  The  greater  increases  in  per  capita 
food  expenditures  (table  8  column  3)  than  in  the  cost  of  a  fixed  quantity  of 
food  indicates  that  factors  other  than  price  influenced  per  capita  expenditures. 

Per  capita  food  consumption,  as  measured  by  the  AMS  index,  increased  3 
percent  from  19^8  to  1957*  This  increase  reflects  an  expansion  in  quantity  and 
a  substitution  of  more  expensive  for  less  expensive  foods.  9/  Gains  were 
particularly  large  for  beef  and  poultry.  Purchasing  of  more  foods  and  more 
expensive  foods  by  consumers  caused  15  to  20  percent  of  the  rise  in  per  capita 
food  expenditures. 

During  this  10-year  period  many  consumers  substituted  purchased  food  for 
home-produced  food.  Both  farm  and  nonfarm  families  produced  less  of  their  own 
food  in  1957  than  in  19^8.  The  decrease  in  the  farm  population  by  about  one- 
fifth  from  19^8  to  1957  accounted  for  much  of  the  decrease  in  home-produced  food. 
The  Department  of  Commerce  includes  in  its  estimates  the  value  of  home-produced 
foods  consumed  on  farms.  But  these  foods  are  valued  in  terms  of  farm  prices, 
so  substitution  of  purchased  foods  valued  at  higher  prices  increases  food  expendi- 
tures. It  is  estimated  that  this  substitution  accounted  for  5  to  10  percent  of 
the  increase  in  per  capita  food  expenditures. 

8/  One  of  the  three  indexes  used  in  calculating  this  current  cost  is  for  prices 
received  by  farmers  for  food  products  which  they  might  consume  in  their  own 
households.  Unlike  the  -other  two  indexes,  this  index  declined  by  about  a  fifth 
during  this  period.  For  a  description  of  the  method  followed  in  calculating  this 
current  cost  see  footnote  2  of  table  8. 

9/  The  AMS  index  of  per  capita  food  consumption  is  computed  by  multiplying 
quantity  data  for  individual  food  products  by  constant  retail  prices.  Thus, 
substitution  of  any  food  for  a  less  expensive  food  causes  an  increase  in  the 
index  though  the  physical  quantity  of  food  consumed  may  not  change. 
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Table  8.-  Per  capita  food  cost  and  expenditure  related  to 
disposable  personal  income,  United  States,  average  1935-39,  annual  I9U6-58  l/ 


Cost  to  consumer  of 

:Dispos- 
:  able 

Total 
expendi- 
ture for 
consumer 

Food  expenditure 

fixed  quE 

food  rej 

1935-39  a. 

consumj 

intities  of 

Percentage  of  - 

)resenting 
re  rage  annual 

Year 

Total 

rtion  per 

and 

'personal 
:  income 

goods 
and 

Actual 

2/ 

Dispos- 

expendi- 
ture for 

perso 

quarter 

:   2/ 

services 

able 

goods 

Percentage 

2/ 

income 

and 
services 

Actual 

of  dispos- 
able income 

Dollars 

Dollars 

Dollars 

Percent 

Percent 

Dollars 

Percent 

1935-39  av. 

5l4 

493 

118.6 

23.1 

24.0 

118.6 

23.1 

1946 

1,136 

i,o4o 

288 

25.4 

27.7 

201 

17.7 

19^7 

1,180 

1,148 

318 

26.9 

27.7 

244 

20.7 

1948 

1,291 

1,216 

328 

25.4 

27.0 

256 

19.8 

19^9 

1,271 

1,214 

311 

24.5 

25.6 

243 

19.1 

1950 

1,369 

1,286 

313 

22.9 

24.3 

245 

17.9 

1951 

1,474 

1,359 

346 

23.5 

25.5 

274 

18.6 

1952 

1,521 

1,400 

356 

23.4 

25.4 

279 

18.3 

1953 

1,582 

1,457 

355 

22.4 

24.4 

272 

17.2 

1954 

1,582 

1,466 

355 

22.4 

24.2 

272 

17.2 

1955 

1,660 

1,55^ 

358 

21.6 

23.0 

266 

16.0 

1956 

1,727 

1,602 

370 

21.4 

23.1 

269 

15.6 

1957 

1,782 

1,661 

388 

21.8 

23.4 

278 

15.6 

Annual  rates,  seasonally  adjusted 

1957      : 

1st  quarter. 

1,763 

1,644 

4/380 
V387 
V395 
5/389 

21.6 

23.1 

273 

15.5 

2nd  quarter. 

1,789 

1,653 

21.6 

23.4 

277 

15.5 

3rd  quarter 

1,799 

1,680 

22.0 

23.5 

282 

15.7 

4  th  quarter 

1,780 

1,666 

21.9 

23.3 

279 

15.7 

1958       : 

1st  quarter: 

1,762 

1,653 

4/393 
5/398 

22.3 

23.8 

287 

16.3 

2nd  quarter: 

1,770 

1,660 

22.5 

24.0 

292 

I6.5 

3rd  quarter. 

5/1, 800 

5/1,673 

— — — 

— — — 

—  — — 

—  — — 

— — — 

1/  Most  data  for  19^6-57  nave  been  revised;  see  August  195^  issue  of  this 
Situation  (MTS-114)  for  1929-45  data. 

2/  Computed  from  data  of  the  Dept.  of  Commerce. 

3/  Cost  to  consumers  of  quantities  of  food  representing  average  annual  con- 
sumption per  person  during  1935-39;  calculated  by  applying  to  the  actual 
1935-39  expenditure  for  food  ($ll8.6o)  a  consumer  food  price  index  vhich  is  a 
weighted  average  of  indexes  representing  (a)  retail  food  prices  in  urban  areas 
(Bur.  Labor  Statistics),  (b)  retail  food  prices  in  rural  areas  (Agr.  Market. 
Serv. ),  and  (c)  prices  received  by  producers  applied  to  foods  consumed  on 
farms  -where  produced. 

4/  Quarterly  data  are  estimates  by  the  Agr.  Market.  Serv.  from  expenditures 
for  food  and  alcoholic  beverages  reported  by  the  Dept.  of  Commerce.  Alcoholic 
beverages  are  not  included  in  food  expenditures. 

%/   Preliminary;  estimates  by  Council  of  Economic  Advisers » 
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Consumers  probably  ate  a  slightly  larger  proportion  of  their  meals  in 
restaurants  and  other  eating  places  in  1957  than  they  had  10  years  earlier. 
Since  these  meals  cost  more  than  food  prepared  at  home,  the  increase  in  eating 
away  from  home  may  have  contributed  as  much  as  5  percent  to  the  growth  in  per 
capita  expenditures  for  food. 

Substitution  of  convenience  foods  for  foods  embodying  less  processing  or 
other  marketing  services  apparently  accounted  for  only  a  minor  part  of  the  rise 
in  per  capita  food  expenditures.   Many  of  these  foods  cost  no  more  than  the  foods 
-which  they  replace,  and  some  cost  less.   This  substitution  has  not  been  reflected 
in  the  data  in  the  next  to  last  column  of  table  8,  which  are  for  a  fixed  quantity 
of  food  of  unvarying  quality  and  type. 

Proportion  of  Income  Spent  for  Food 

Consumers'  disposable  money  income  per  person  rose  about  38  percent  from 
19^8  to  1957,  a&d-   their  real  income  per  person  climbed  l8  percent.   During  the 
same  period  the  proportion  of  money  income  spent  for  food  declined  from  about 
25  percent  to  22  percent.  10/ 

This  decrease  in  the  proportion  spent  for  food  is  consistent  with  the 
findings  of  many  studies  of  consumer  expenditure  patterns.  As  their  real 
incomes  rise,  consumers  tend  to  spend  a  smaller  proportion  on  food.  After  con- 
sumers have  satisfied  their  basic  food  needs,  they  are  likely  to  spend  additional 
increases  in  income  mainly  on  other  goods  and  services.   They  may  spend  more  for 
food  by  buying  better  quality  food  and  more  marketing  services  but  increases  for 
these  purposes  are  not  likely  to  be  as  great  as  increased  spending  for  other 
goods  and  services. 

The  Outlook  for  Food  Expenditures 

Rising  unit  marketing  costs  may  well  be  the  major  factor  boosting  per 
capita  food  expenditures  in  the  next  few  years.   There  are  few,  if  any,  signs 
at  present  of  a  reversal  in  the  20-year  upward  trend  in  these  costs.   Rising 
wages  and  other  costs  probably  will  continue  to  exert  upward  pressure  on  unit 
marketing  charges. 

Further  increases  in  the  volume  of  services  per  unit  of  product  marketed 
are  likely  to  provide  still  more  upward  pressure.  And  additional  reductions 
in  the  use  of  home-produced  food,  arising  from  net  off-farm  movements  in  the 
population  and  less  interest  in  home  gardens,  will  increase  the  volume  of  food 
products  moving  through  the  marketing  system.   Continued  geographical  special- 
ization in  production  may  call  for  more  transportation  services.   Rising  incomes 
and  further  growth  in  the  proportion  of  women  working  outside  the  home  will 
strengthen  the  demand  for  convenience  foods.   Additional  improvements  in  the 
productivity  of  agriculture  are  likely  to  hold  down  increases  in  per  capita  food 
expenditures  by  moderating  rises  in  farm  prices  of  food  products. 

As  a  result  of  these  and  other  factors,  consumers  are  likely  to  spend  more 
for  food  per  capita,  but  these  expenditures  may  take  a  smaller  proportion  of 
their  income. 

10/  According  to  the  previous  estimates  of  incomes  and  expenditures,  the 
proportion  spent  for  food  stayed  close  to  25  percent  during  this  period. 


